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THE  STEEL  CRISIS  IN  THE  EUROPEAN  COMMUNITY 
SWANSEA  19  SEPTEMBER  1980 
Introduction 
(by Mr.VREDELING,  Vice  President of 
the European  Commission) 
In  1974  crude  steelproduction in  the  European  Community  was 
155.5 million  tons.  The  workforce  was  792.000.  In  1979  crude 
steel production was  only  140 million  tons  and  the  workforce 
was  down  to  680.000.  As  you  all  kno~ the  outlook  for  production 
is poor  in  1980  and  the  labour  force will  be  cut  back still 
• 
further. 
This  is  a  very  alarming  situation.  We  have  to  find  an  approach 
that will  improve  this  situation and  above  all mitigate  the  hard-
ships  which  workers will suffer.  I  must  admit  in  advance  that  I 
have  no  tailor-made  solution available.  However,  I  greatly appre-
ciate your  kind  invitation which  gives  me  an  opportunity  to dis-
cuss  the matter with  you  in  an effort to  take  a  step  forward. 
Some  facts  and  figures 
First  I  want  to  say  something  about  the  economic  circumstances  since 
1973  and  especially steel  trends.· 
After  rapid growth  in  the  volume  of  industrial production  in  the 
Community  in the  period  1958-1967,  averaging  4.8%  a  year,  growth 
in the  years  1968-1973  was  even higher at  almost  6%  a  year . 
. I . . - 2  -
ln 1974  growth  in industrial  p_rt>.duction  slowed  down  to ;0 .. ·6% 
a~ in 1975,  for  the  first time  since  1958  when  the  Communi•t_:y 
~started,  there was  a  decline  of no  less  than  6.6%  in -industrial 
production  .  .After picking  up  in 1976,  results  in  th-e  following 
years  were  aiso quite poor.  In  the  six-year period  from  197 4  t·o 
.1979  industrial production rose  at  an  av£rage  of  1 •  .8%  a  year  in 
the  Community  countries. 
It is evident  that  there  is  a  strong  relationship  between  indus-
trial production  and  steel consumption  in the  COmmunity,  hut this 
relationship  is not  linear.  Steel  consumption  has  risen~ore slowly 
than industrial production  in .the  recent past. 
'. 
Two  factors  are  of  importance  for  the  lev-el  of pro·ductio.n  in the 
.. Community:  consumption  in  the  Community .and  foTeign  trade...  Both 
have  declined  since  1974.  Domestic  C(}nsumption,  including  changes 
in stocks,  has  never  regained  the  1974  level.  The  level  of  do~estic 
consumption  in  1979  was  still  7%  lower  than in 1974  .•  In  1974  the  fo-
reign  trade  surplus  was  26.6  milli<lm  tons  bu.t  in the  best years 
since  then,  19?8  and  -'7'9,  the  surplus  was  around  21  million  t.ons. 
In  the  UK  domestic  consumption  dtopped  by  17%  in those  years  but 
net  exports  increased  somewhat. 
Although  for  the  Community  as  a  whole  the  year  1979  was  the  best 
year  for production since  1974,..  it. ,s:h:otlld  be  .remembered  that even 
the  1979  production  lev·el  was  still 10%  below  the  1974  figure  and, 
as  is well  known,  the  outlook  for  19$0  and  for  1981  for both domes-
tic consumption  and net  exp.o~:N;.  :is  ~r. l'Jhe;r.efore  the  production 
level  is falling  again  and  more  losses  ca-n  be .expected  in the 
steel industry. 
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I  have  given you  some  facts  as  a  background  for  our  discussion 
today.  Although it is  my  colleague  Mr.  Davignon  who  is mainly 
responsible  for  industrial policy while  I  am  responsible  for  social 
affairs  am.employment,  we  cannot  draw  a  definite  line  between  these  fields. 
It is  inconceivable  to  discuss  industrial restructuring without 
taking  into  account  the  consequences  for  the workers  involved. 
On  the  other hand,  proposals  to  improve  the  social situation 
of workers  in the  case  of redundancies  have  to  be  considered 
in  the  light of  the  economic possibilities.  Therefore  the  Com-
mission  has  always  lenked  restructuring programmes  with  social 
measures.  I  will  come  back  to this later. 
Employment 
The  declining production  in  the  iron  and  steel  industry has  af-
fected  employment  as  you  well  know.  In  1974  on  average  792.000 
people  were  employed.in  this  sector.  In  1979  the  workforce  was 
reduced  by  112.000  to  680.000,  a  reduction of  14%  for  the  Com-
munity  as  a  whQle.  The  biggest reductions  of  23%  and  26% 
took  place  in  Belgium  and  Luxembourg.  In  the  four  larger Member 
States  employment  decreased  by  20%  in France,  18%  in the  United 
Kingdom  and  12%  in Germany,  but  in  Italy  there  was  an  increase 
of  4%  in  jobs  in  those  years. 
This  general  tendency  to  cut  back  the  labour  force  continued  in 
1980,  provisional  figures  for  the  first seven months  indicating 
a  further  loss  of  30.000  jobs,  mainly  in  the  United  Kingdom. 
Of  course  I  have  no  need  to  tell you  this.  Here,  in Wales,  you  are 
well  aware  of  the  problem for  you  are  living  in one  of  the  hardest 
hit areas  when  I  think  of  the  thousands  of workers  involved  in 
Port Talbot,  LLanwern,  Shotton.  And  therefore it is  no  accident 
that you  invited me  to  speak  here. 
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~i,s loss  of· employment  in the  Community  is  not  surprising,. 
If we  compare  the  production  and  employment  figures  for  1974 
and  1979  we  see  that  crude  steel production is  down  by  10%  and 
jobs  by  14%.  This  means  that  the  increase  in  labour production 
per year was  less  than  1%.  We  have  long.known  that ourrlabour 
prod'tl'Ctivity  in the  steel sector in general  is .too  low  in  com-
parison with. our  main  competitors  and  therefor· labour  produc-
tivity must  improve  at a  much  faster  rate  than  the  1%:  mentioned. 
This  means  very  simply  that if we  cannot  increase  our  preduction 
and  find  markets  for  our  output-the  labour  force  will have  to 
be  further  reduced. 
The  Commission's  restructuring policy 
The  Commission  policy  can  be  described in gene.ral  as  an  attempt 
to  improve  productivitY  and profitability by  supporting  the  res-
structuring of  the  iron  and  steel  industry. 
The  Commission  has  taken measures  to  ensure  the  orderlydevelop-
ment  of  the  Community  market.  As  early  as  the  end of 1975,  the 
Commission  decided  to  intr·oduce  import  controls  and  started  a 
study  on  compulsory minimum  prices. 
In  the  following  years  tht..  Sommission continued  to  apply  and 
extend measures  taken  in  1976.  These  measares  include  both volun-
tary undertakings  by  firms  to meet  delivery objectives  for  the 
internal market  (for certain preducts}  and  the introduction of 
compulsory  minimum ·prices  for  concrete  reinforcing bars,  merchant 
bars  and  hot-rolled wide  strip,  and  guidance  prices  for  rolled 
products. 
./  .. - 5  -
The  Commission  also  introduced base  prices  at frontiers  for 
semi-finished products  and  for  other steel products. 
In  1978  the  Commission  concluded  arrangements  on  trade  in  ECSC 
iron and  steel products  with  the  Community's  15  (in  1979  - 17) 
major  steel suppliers.  The  aim  of  the  arrangements  was  to  es-
tablish  a  sufficiently strong price discipline  to  prevent dis-
ruption  of  the  Community  market  and  thus  to  ensure  the  preser-
vation of traditional trade patterns.  With  regard  to price dis-
cipline,  the  arrangements  contain rules  based  on  intra-Community 
delivered prices,  which  in  turn  are  calculated  from  the  price 
rules  in  the  Coal  a~d Steel Treaty. 
In  the  course  of  1980,  it appeared difficult to  maintain  the  com-
pulsory minimum  prices  and  the  system was  relaxed  somewhat  arid 
as  you  know  is  under  discussion  now. 
Social  aspects 
As  stated before,  the  economic  and  social  aspects  of  the  Commission 
approach  cannot  be  separated.  Against  that  background  the  Com-
mission set  out  its views  on  social matters  in  1978.  The  Coal  and 
Steel  Consultative  Committee  twice  issued  an  almost  unanimous 
opinion  on  this  subject  (September  1978  and  March  1979)  in  line 
with  the  Commission's  view.  The  European  Parliament  adopted  a 
Resolution  on  the  same  subject at its session of February  1979. 
In  May  1979  the  Commission  presented  a  Communication  to  the  Council. 
This  was  a  draft  Commission  decision relating  to  the  creation of 
special  temporary  allowances  to  help workers  in  the  iron  and  steel 
industry,  in  the  framework  of  the  Community  restructuring plan. 
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~~ihe  Commiss~on stated that  the ./restructuring prograJI1mes  decided 
npon  or  bei!}.g  elaborated  in most  iron  and  steel urtdertakin:gs·in 
the  Communi:ty  would  inevitable  lead  to. a  decrease .in-· the work-
force  in the  iron  and  steel industry.  In  the  Comm~ssion's opinion, 
the.:e.onsequence  of the  structural crisis in the  iron  and  steel 
industry in terms  of  lost  jobs  in regions  where  'his industry 
was·the  mainstay  of  economic  activity calls  for  t!he.implemen.,. 
tation of exceptional measures  in favour  of workers  who  become 
redundant  as  a  result  ~f the  restructuring 
~l~unity 
work  of  the  European  Loa~a~ome·measures 
Under  Article  56  (2) (b)  of  the  Treaty 
programme.  In  the  frame-
are  already possible. 
the  - let us  call  them 
traditional aids will  continue  to  be  fully  effectiv~.  These  aids 
take  the  form  of  tideover  ~1lowances, vocational  retraining costs, 
travel  and  removal  grants  for  workers  taking  up  new  jobs.  Further 
-·aid  is given  in  the .form  of  a  wage  supplement  for workers  who 
have  found  a  new  job  in which  the  wage  is  lower  than  that .. earned  ~ 
in their previous  job.  Finally,  there  is .aid  in the  form  of  grants 
to  undertakings  to  cover  the  payments  of workers  who  have  been 
temporarily  laid off while  the  undertaking  is  changing  to  a  dif-
ferent  activity. 
Since  .. 19 7 3,  the  Commission  has  been  contributing  to  the  financing 
of early pension·s  for older workers  in the· form  of  tideover al-
lowances  within  the  limits  laid down,  R  scheme  df which more  and 
more  use  is  being  made. 
The  "anti-crisis units"  or  "employment  p·ools"  are  a  modern  variation 
on  traditional measures ..  They  ~cons.i--st df "pao1s"  of workers  who 
lose  their  jobs  as  a  result rif·restructuring  in the  iton  and  steel 
industry.  These  "pools"  try  to  obtain work  for  such workers  for 
example  they  may  be  given special  tasks •in  the  public  interest. 
Reemployment  can  also be  facilitated  through periods  of vocati:onal 
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retraining.  If  the  workers  are  employed  in  a  different  job 
at  a  lower  salary,  a  wage  supplement  can  be  granted  to  them. 
New  measures 
But  the  Commission  was  of  the  opinion that  these  traditional 
measures  were  not  enough  in  the  present situation.  Therefore 
it proposed  special measures  in favour  of workers  in  iron  and 
steel  firms  and  iron-ore  mines  in  the  Community,  whose  posts 
are  directly or  indirectly abolished  or  threatened  in  conse~ 
quence  of  a  restructuring plan  adopted  in conformity with  the 
"General  Objectives  for  Steel." 
The  following  measures  were  proposed 
- allowances  for  early retirement 
- allowances  for  improving  the  work  cycle  (including  short~time 
working  and  an  extra shift) 
allowances  for  earnings  eompensation  in the  case  of  reduction 
in overtime. 
This  did not  mean  that  these  measures  had  to  be  applied  in all 
Member  States,  The  Commission's  intention was  to  define  a  whole 
set of measures  which  would  be  eligible for  financial  help  from 
the  ECSC.  The  question  of which  specific measures  would  apply 
to  each  country would  be  left for bilateral conventions  to  be 
agreed  upon  with each  country  - the  Member  States's  agreement 
necessarily resulting  from  its decision  to  co-finance  these 
measures. 
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t• ECSC  Goosul tati  ve :committee .em  which producers,  workers 
and  consumer  organisations  are  represented,  was  divided  ov·er 
the  proposed  special measures  and  in order  to get maximum  sup-
port  the  Commission  changed  its proposal.  The  second draft 
:state;~  that these  measures  should  take  the  form  of  : 
- allowances  for early retirement 
- other  allowances  for  adjusting  the  conditions  and  duration 
of work. 
A  new  paragraph was  added  which  stated  : 
1~he allowahces  shall be  granted  on  condition that  the  social 
partners'  independence  of decision-making  is not  affected and 
'  that  the  adjustments  have  a  positive effect on  employment  without 
immediately  or  subsequently  adversely affecting  the  competitive-
ness  of undertakings". 
The  proposal .for early retirement means  that  an  allowance  is 
granted  to  workers  who  cease  their activity but  are  not  yet 
entitled to  the  legal  retirement pension,  when such workers  free 
a  post which  is  taken by  a  worker  threatened with dismissal  as 
a  result of restructuring  or  when  their early retirement  is 
likely  to facilitate  the  improvement  in productivity required 
by  a  general :restructuring plan. 
The  allowance  for  early retirement  can  be  obtained  from  a  certain 
age,  which  may  differ  one  Member  State  to another but  cannot  be 
less  than  55.  This  age  may  be  lowered  for woTkers  in particularly 
arduous  jobs,  for  handicapped workers  and  for  workers  who  have 
been  engaged  in shift work  for  at least in  ten years . 
. I . . - 9  -
The  other  allowance,  for  the  adjustment  of  the  conditions  and 
duration  of work,  will be  granted  to  : 
- workers  whose  working  hours  are  reduced  to  allow  redundancies 
caused  by partial or  complete  closure  of  an  undertaking  to  be 
spread  over  a  period of  time, 
- undertakings  which  adjust  the  cycle  of work  on  behalf of workers 
falling under  these  rules, 
workers  affected by  a  reduction  in overtime if their  incomes 
are  below  the  minimum  corresponding  to  the  average  wage  of  an 
unskilled worker. 
Some  considerations 
After this  factual  description of  our  proposals  and  the  changes 
~SJ2.ects 
in  them,  let us  analyse  som~rnore closely.  Most  of  you  know  that 
we  published  our  revised draft  20  July  1979,  which  is  already 
14  months  ago,  and  we  have  not  obtained  any  results  so  far.  This 
calls  for  some  consideration.  First,  why  did  the  Commission  change 
its proposals  ? 
For  the  Commission it was  important  to  obtain  the  maximum  support 
of  the  ECSC  Consultative  Committee.  In  our  original proposal 
three  points  were  mentioned.  Allowances  for  early retirement was 
the  first.  This  was  accepted by  everyone  involved  and  was  there-
fore  maintained  in  our  second  draft.  The  second  measure  proposed 
was  :  "allowances  for  improving  the  work  cycle  (including  short 
time  working  and  an  extra shift)".  The  employers'  organisations 
found  it very difficult to  accept  this proposal.  Mendon  of  an 
extra shift was  completely unacceptable  to  them.  They  were  afraid 
that  this  would  increase production costs  and  therefore  reduce 
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me  international  com-petitiveness  of  the  European  Steel  indus.try. 
Tltis  could not  be  a  temporary  measure  and  might  haire  an  influence: 
on other sectors. 
Although  the  Commission  does  not  agree  with this  re.asoning,  es-
pecially as  the  introduction of  an  extra shift may  take  a  numbe.r 
of  forms  and  can be  spread  over  several years,  it nevertheless 
decided  to  change  the  second  and  third proposals  to  avoid  men-
tioning  the extra shift.  The  wording  was  widened  :  "other  allowances 
for  adjusting  the  conditions  and  duration of work" .. And  it was 
stipulated that  the  measures  should  not  reduce  the  competitive.,. 
ness  of undertakings. 
I  should  like  to  take  this  opportunity  to  say  something  of  the 
recent  requests  by  France  and  the United  Kingdom  under Article  56 
of  the  ECSC  Treaty.  France~ asking  for  300  million ~UA orkl80 
million  and  the  UK  for-an  amount  of possibly  140 million  EUA  or 
-k. 85  million.  This  total  of-£, 265  million is very  large  in com-
parison with  the whole  Coal  and  Steel  Budget  for  social measures 
which  was i  40  million for  1980.  This  means  that  the  application 
by  the  UK  and  France  total  6  1/2  times  the  whole  1980  budget  of 
the  European  Coal  and  Steel  Community. 
According  to  the  new  application no  less  than  22.900  workers  in 
France  and  3~.000 workers  in the  UK  might  receive  aid  from  these 
funds.  The  help  given  to  these workers  can  in  some  cases  last 
for  up  to  10 years.  Up  to  now  support  under Article  56  has  been 
given for a  maximum  period of  3  years,  but  in  the present dis-
astrous  situation we  should not  automatically  adhere  to earlier 
practices but  take  a  fresh  look  at what  can  reasonably be  ex-
pected  from  the  European  Community.  This  might  justify aid for 
more  than  3  years  which  woutd  atso  mean  that the  expenditure  was 
spread  over  more  than  3  years.  One  problem with  the  UK  request 
is  that  a  large proportion,  1.20  mill.ion,  is. for  severance  pay-
ments  to  BSC  workers.  These  severance  payments  take  t·he  form  of 
a  lump  sum,  related to  the  earnings  of the  individual worker 
concerned  and  his  length of service.  I  have  my  doubts  about  the 
social  acceptability of such  "departur.e premiums" . 
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The  worker  is  bought  off and  afterwards  he  is left on his  own. 
If the  money  is used  to  set  up  a  business,  to start  a  new  job, 
etc.,  I  have  less  my  objection.  I  am  afraid,  however,  that  in 
most  cases  the  amount  of money  seems  attractive but  later on 
the  disadvantages  become  more  evident.  I  prefer  a  system which 
combines  a  smaller  severance  payment  with  incentives  for  voca-
tional  retraining  and  which  encourages  reintegration in other 
work. 
On  the  other hand,  if I  am  well  informed,  the  social  system for 
workers  from  the  age  of  55  is  less  generous  in  the  UK  than  in 
the  other Member  States.  As  far  as  I  have  been  able  to  ascertain 
the  situation in the  UK,  I  have  the  impression  that  many  workers 
will  gain  no  advantage  from  any  contribution by  the  Coal  and 
Steel  Community's  to  their early retirement  fund.  If their early 
retirement benefit were  increased  than  their social security 
benefit would  reduced  by  the  some  amount.  In  that  case it is 
understandable  that workers  choose  severance  payments.  In most 
cases  the  indemnity  paid under  the  Treaty  of  the  European  Coal 
and  Steel  Community  is additional,  especially if national 
social benefits  are  low.  In  analyzing  the  system of  severance 
payments  and  early retirement  we  should  take  these  factors  into 
account  and  try  to  find  the  best way  of  improving  the  situation 
of  the  workers  involved. 
It is difficult for  me  to  say more roout  these  applications  as 
we  are still in the  decisionmaking  stage  and  it would  be  pre-
mature  to  take  up  a  position now. 
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The  Commission  and  both sides  of  industry have  gi•ven  their 
views.  Recently  the  European  Parliament  received  an  excellent 
repo,r:t  by  one  of its members,  Mr.  Peters.  In  this •report  the 
• European  Parliament  was  advised  to  support  the  Commission  pro-
posaJs  full:Y.  I  will not  say  any  more  Gn  the  repotrt  because 
Mr.  Peters  himself will  speak  at this  Conference. 
In any  case it was  of great  importance  that  the  European  Parlia-
.ment  supported  the  Commission. 
The  support  was  not  100%,  however,  there  was  a  difference  of view 
between  the  Parliament  and  the  Commission  about  the  procedures 
needed  to provide  the  necessary  finance.  I  don't want  to  bo.ther 
you with all the  technicalities  involved  and will  try  to  express 
it in simple  terms. 
The  Commission  wanted  100 million units  of  account  over  a  three-
year period  o£  which  30  million  in  1980.  The  Parliament decided 
to put it as  a  t~en entry in  the  1980  budget  pending  a  final 
de.cision  by  the  Council.  After this decision  by  the  Parliament 
the  Commission  had  no  choice  but to  propose  a  token  entry in  the 
draft  1981  budget.,  which  was  presented a  few  wee'ks  after European 
Parliament's  decision  on  the  19'S0  'budget. 
Now  the  Council  has  to  decide  on  the  Commis.si.on  proposals.  I  want 
to  emphasize  that it is not  the  C0:mmis s:Lon  or  the  Europe.an  Parliament 
·that takes  the  final  decision,,  but  the  Cou:.1cil  o:f  I·t~inisters  of  the 
European  Community,  which 
means  the  national  Governments  in London,  Paris,  Bonn  and  the 
other capitals.  The  indications we  have  so far  are  not  very 
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favourable;  it seems  that  some  of  the  ~1ember States  are  reluctant 
to  accept  new  special  temporary  allowances  to  help  workers  in  the 
iron  and  steel industry.  They  seem  to feel  that  enough  can  be  done 
under  the  present  ECSC  rules.  If more  help  is needed  for  these 
workers,  Member  States  should provide  it themselves.  I  think  that 
such  an  approach  is unacceptable  in the present situation.  It should 
be  realized that  the  ECSC  Treaty was  drafted at  a  time  very dif-
ferent  from  the present  day.  I  do  not  share  the  opinion that  enough 
can  be  done  under Article  56  ECSC.  This  Article  has  acquired its 
own  interpretation in  the  course  of  the years.  Now  we  are  confronted 
with  a  completely different situation from  the  sixties  and  early 
seventies  and  we  should  take  other measures. 
The  new  proposals  proposed  under Article  95  are  designed  to  facilitate 
a  more  flexible  social  and  employment  policy  - one  which  is  exclu-
sively focussed  on  those  who  are  losing  their  jobs  in  connection 
with  the  Community  restructuring plan.  This  is quite different  from 
the  possibilities under Article  56. 
But  I  must  admit  that  my  main  concern is  not  to  decide  which  measures 
can  be  taken  under  article x  or under  article y  but  to  ensure  that 
the  best measures  are  taken  to  help  the  workers  and  that  European 
finance  is made  available  for  this  aid.  It was  the  task  of  the  Com-
mission  to  come  up  with  clear proposals.  W~ have  done  that.  But 
this  does  not  mean  that  we  are  not  open  to  discussions.  If the 
Council  thinks  that  there  are  better ways  of  obtaining  our  objec-
tives  than we  should discuss  them.  The  objective  is  to  ensure 
that  appropriate  measures  are  taken  to help  the workers  involved. 
It is  obvious  that without  European  help  national  Governments  are 
less  generous  and  so  therefore  are  the  provisions  for workers. 
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l~~~strial policy 
There  is  another very  important  argument.  This  is more  or  less 
a  test case  for  the  Community's  whole  industrial policy or  let 
us  say  industrial  approach.  It should be  clear that if the  Com-
munity  takes  responsibility for  restructuring  in  a  certain sector 
then it automatically  accepts  responsibility for  workers  in  that 
sector.  To  take  steps  to  improve  the  situation of  the  under-
takings  while  disregarding  the  effects  on  workers  is not  accep-
table  to  the  Commission. 
It is  true  that  the  ECSC  is  a  special case.  The  coal  and  sieel 
companies  have  a  special position in the  Community  and  it is 
easier to  take  measures  in  those  industries  than  in other sectors. 
But  in that situation it is  even  more  serious  if the  Community 
fails  to  take  adequate  social measures. 
In discussing other sectors  the  question arises  whether  the 
Community  should  have  its  own  industrial policy.  Some  consider 
that  a  good  industrial policy is  a  policy which  creates  a  good 
business  climate,  and  that more  intervention by  the  public sector 
w.ill  only make  matters  worse.  The  experienced businessman  knows 
much  better than  the  civil servant what  is  ..  good  for  the  company 
and  where  and  how  to  invest. 
On  the  other hand  all Member  State  governments  are  supporting 
companie.s  in difficulties,  sometimes  lame  ducks.  Many  measures 
are  being  taken  to protect undertakings  and.  whole  sectors.  The 
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Community  is  frequently  asked  for  measures  to  help  certain 
sectors.  It has  taken  sectoral measures  to  aid agriculture, 
fisheries,  coal  and  steel,  shipbuilding  and  textiles.  It has 
also  taken steps,  planned  action  or  closely monitored  other 
industries  such  as  footwear,  building,  wood  and  paper. 
Therefore  the  Commission  and  the  Community  are  already  involved 
in numerous  industrial problems.  The  industries mentioned  above 
are  in  some  cases  sectors  in difficulty.  Support  for  such  sectors 
means  in many  cases  a  protectionist policy or  financial  aid  or  a 
combination of the  two.  But  if one  accepts,  as  the  Commission 
has,  that industrial polidy is more  than  a  good  business  climate 
it cannot  stop at  suppotting weak  industries.  As  is  the  case  in 
the  steel sector even with  an  appropriate policy to  diminish 
the  bad  developments,  a  reduction of  the  labour  force  is  in-
evitable.  An  active  industrial policy  should  be  focussed  on 
creating  new  work  to  replace  the  loss  of  jobs  in weak  sectors. 
Without  such  ~ policy there  is  a  danger  that  a  protectionist 
policy will  become  inevitable  to  save  jobs  in  the  short  run  but 
will worsen  the position in  the  Community  in  the  long  run.  The 
Dutch  Nobel  Prizewinner  Professor Tinbergen wrote  recently in 
Lloyds  Bank  Review  : 
"To-day's  Western  Governments  as  well  as  the  European  Community's 
Council  of Ministers  have  yielded ·to  lobbies  of both  trade  unions 
and  employer  unions  of  industries which  are  unable  to  compete 
on  the  world  market  and  have  increased protective  devices.Under-
standable  though  they may  be,  these  policies must  be  rejected". 
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Atad  he  went  on 
"Protection is  a  negative  policy  and  what  we  need  is  a  positive 
restructuring  into  the  direction of activities where  we  have 
compar:ative  advantages,  meaning  that  we  use  our  abundant  res-
source  -knowledge  more  intensively." 
The  Commission  explained  its v1ew  on  this matter  in  a  1978 
report  "Some  structural  aspects  of  growth".  Attention was  given 
to  growth  and  innovation,  innovation  through  research,  training 
and  education,  conditions  of  employment  and  mobility,  etc.  Sectors 
of  importance  for  a  growth  strategy were•also mentioned.  These 
were  data processing,  eJectronics  and  aerospace  as  investment 
goods;  energy  and  raw materials;  and  of specific  importance 
for  employment  :  infrastructure  and  construction  and  the  tertiary 
sector. 
In  recent years  the  Commission  and  its staff have  devoted  much 
attention to  these  sectors.  The  Commission  has  prepared  two  re-
ports  on  the  technical  aspects  and  on  the  employment  effects  of 
micro-electronics  and  has  started discussions  with both  sides  of 
industry  and with Governments  in  the  course  of  this year.  The 
first steps  have  been  taken  and  proposals  are  being  discussed 
to prepare  the  Community  for  developments  :ln  these  fields. 
Last  year  at request  of  the  Commission  a  Group  of  Experts  praduced 
a  report  on  the  changes  in industrial  structure  in  the  European 
economies  since  the  oil crisis  of  1973.  It had  previously pro-
duced  a  report  on  earlier periods. 
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It compares  activities with  a  very  low  skilled labour  content 
and  a  high  skilled labour  intensity on  the  one  hand  and  a  low 
capital content  and  high  capital  content  on  the  other  hand.  From 
the  figures  the  importance  to  the  Community  of skilled labour 
intensive  products  is very  clear  and it is not difficult to 
draw  the  conclusion  that workers  in  the  Community  should 
clearly concentrate  on  knowledge  and  skill,  to maintain  and 
improve  the still strong position on  world  markets.  This  is  in 
line with  the  remarks  made  by  Prof.  Tinbergen  and with  the  Com-
mission's  approach. 
'  The  question is, will  this provide  enough  employment  ?  It cer-
tainly will not  create- enough  employment  in industry.  But  it should 
be  remembered  that it is not  employment  in industry that  counts 
but  total  employment.  In  1960  of  the  total civilian employment 
in the  US  31%  was  in  industry  (manufacturing,  mining  and  con-
struction).  In  1979  this percentage  had  decreased  to  27  1/2  %.  In 
the  same  per~od employment  in transport  and  services  increased 
from  39  to  49  % of total civilian employment. 
Employment  in  transport  and  services was  only  36  % of total  em-
ployment  in  the  Community  in 1979.  Taking  the  USA  as  an  example 
there  is  much  further  scope  for  the  development  of  the  services 
sector in  the  Community. 
Although  of  course  I  realize  that  the  situations  in the  USA 
and  in  the  Community  are  quite different  and  that  comparisons 
are  not  always  justified, it will  help  us  in our  future  approach 
to  know  what  has  been  happening  in  the  USA  and  therefore what 
is possible  in an  industrial country. 
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In  the  whole  period  1960-79  employment  in the  Community  in-
creased  by  only  4  million.  In  the  same  period  employment  in  the 
USA  increas41d  by  no  less  than  31  million.  In  the  seventies  the 
incre:ase  in, j.obs  in the  USA  was  18  million,  12  million of  them 
in  the  priva~e tertiary sector. 
Conclusing  r¥marks 
I  was  asked  to  speak  on  the  steel crisis.  I  could not  avoid 
speaking  about  industrial policy  for  I  believe  that  the  steel 
crisis is not  an  isolated phenomenon.  This  does  not mean  that 
we  should not make  every possible effort  to  improve  the situation 
in the  steel industry  and  to  safeguard  the  future  of all  the 
workers  involved.  Therefore  I  hope  that  the  Council will  in 
due  course  accept  the  Commission  proposals  and  if it does  I 
want  to  ask you  for  your  full  support  .. 
I  hope  that  I  have  not  taken  too  much  of your  time  but  I  thought 
it useful  to  explain  to  the  people  in South Wales,  who  are  suf-
fering  so  much  from  the  steel crisis,  some  of  our  ideas  on  ways 
of  tackling  these  problems. 
- 0  -EMBARGO  :  19.9.80 - 20.30  GMT 
============================= 
SUMMARY  OF  MR.  VREDELING'S  SPEECH  ABOUT 
"THE  STEEL  CRISIS  IN  THE  EUROPEAN  COMMUNITY  " 
Swansea,  19  September  1980. 
Speaking  at  the  international  Conference  on  steel at  University  Collegei 
Swansea,  Mr.  Henk  Vredeling,  Vice-President  of  the European  Commission, 
commented  on  the  special  allowances  (see  P<79)41),  proposed  by  the 
commission  in  May  1979  to  help  workers  in  the  iron- and  steel  industry 
whose  jobs are  abolished  or  threatened  by  rest+ucturing  in  conformity  with 
Community  steel-policy. 
Mr.  Vredeling  said 
proposals ••• 
"Now  the  Council  has  to decide  on  the  Commission 
The  indications  we  have  so  far are not  very 
favourable;  it seems  that  some  of  the  Member  States  are  reluctant 
to  accept  new  special  tempora1·y  allowances  to  help workers  in  the 
iron  and  steel  industry.  They  seem  to  feel  that  enough  can  be  done 
under  the  present  ECSC  rules.  If more  help  is needed  for  these 
workers,  Member  States  should  provide  it themselves.  I  think  that 
such  an  approach  is  unacceptal>le  in  the  present situation.  It should 
be  realized  that  the  ECSC  Treaty  was  drafted  at  a  time  very dif-
ferent  from  the  present  day.  I  do  not  share  the  opinion  that  enough 
can  be  done  under Article  56  ECSC.  This  Article  has  acquired  its 
own  interpretation in  the  course  of  the years.  Now  we  are  confronted 
with  a  completely different  situation  from  the  sixties  and  early 
seventies  and  we  should  take  other measures. 
The  new  proposals  proposed  under  Article  95  are  designed  to facilitate 
a  more  flexible  social  and  employment  policy  - one  which  is  exclu-
sively  focussed  on  those  who  are  losing  their  jobs  in  connection 
with  the  Community  restructuring plan.  This  is quite  different  from 
the possibilities under  Article  56. 
·/. -~ 
• 
lklt  I  11rust  a.dritit  that  my  main  concern is not  to  d:ecide ,.ndch measure·s 
cat'ttbe .taken  l.lnder  ar.tilcle  x  c1r  under article  y  but 'to  ensuJ"~ 'thctt 
·ttbe .best  mea~u;res are  taken  tc1  help  the workers  ansi  that  European 
fipance  is  ma:Jle  availabl~ for  this aid.  It was  the  task of the  Com-
mission ··to  com~ up .with  clear proposals.  We  have  do~e that.  But 
·this does·not  ~c~n that  wear~ not  open  to discussioris.  !f  th~ 
Coup.cil  thinks  that  there  are better ways  of obtaining our ·.objec-
ti¥~s than we  ~hould discuss  them.  The  objective i' to  ensure 
that  appropriate  measure$  are  taken  to help  the  wor:J<ers  ~1vo-~  v:.ed. 
1~ is obvious :that without  European help national  GoveTnment'$  are 
' 
less  generous  and  so  therefore are  the provisions for worke·rs. 
There is another very  important  argument.  This  is more  or less 
•  t 
a·~est case ~or the  Community's  whole  industrial policy or 1't 
us·say industrial  approach.  It should  be  clear that if the  Com-
munity  takes responsibility for  restructuring  in  a  certain sector 
then it automatically  accepts  responsibility for  workers  in that 
.sector.  To  take  steps  to  improve  the  situation of  the  under-
takings  wl1ile  disregarding  the  effects  on  workers  is not  accep-
table  to  the  Commission. 
It  ~is  true  that  the  ECSC  is  ~t  special case.  The  coal  and  steel 
.companies  have  a  special  pos!l tion in the  Community  arid  lt is 
eisier to  take measures  in  those  industries  than in other sectors, 
..  , 
But  in that situation it is c!ven  more  serious if the  Community 
fails  to  take  adequate  socia~l  measu-res. 
ln discussing other sectors  ithe  question arises whether  the 
Community  shou1d  have  its own  industrial policy.  Some  cortsider 
that a  good  industrial policy is  a  policy which  creates .a  good 
b\lsiness  climate,  and  that more  interventi,a:n  by  the  public  sec:toT 
will only  make  matters worse.  The  experienced businessman  knows 
much  better than  the  civil servant what  is  good  for  the  company 
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-~  the  otlfert' hand  a~t  ~fember Str.ate  g-overnments  are.: supporting; 
companies  i~1diffitulti~s,  sometimes  lame  ducks.  Man*  meJSUres 
are  being  taken  to prot-ect  undertakings  and  whole  secto·rs.  The 
Comm\Jtftii ty  is~ -frequently, asked  for  meas-ures  to  help certain 
~ectors.  It Has  taken  sectoral  meas.ures,  to aid  agri:culture,. 
fis.heries  ,_ ..  ~.al  and  steel,  shipbuilding.  and  textile.s.  It  h-as--
also  taken steps,  plaDned  action or closely moni tl<;>red.  othe~r 
indus·tries  Sl:JCh  as· footwe-ar,  building_,  wood  and  paper. 
Theref.o:re  the·  Commission  and  tbe  Community  are  already: involved 
in numerous  industrial problems.  The  indus.tries  mentioned  abo¥e 
are  in  some  cases. sectors  in difficulty.  Support  for  such  secto·rs 
means  in many  cases  a  p.rotect ionist policy or  financ:ial  aid or a  • 
combination of the  two.  But  if one  accepts.,  as  the. Commission 
has,  that~ industrial goliciy;  is mo.re  than  a  gO&d  busine.ss  ciimate 
it cannot- st:op  at  s.upportin.g ·weak  indus.t:rie.s.  As  is  the  case  in 
the steel sector even, with  am  ap.propriate  poli.cy  to  diminish. 
the  bad  developments,  ..  ·a  rceduc  .  .tian:  of  the  labour. force  is in-
evitabltr.  An  active  industrial policy should be  focussed  on 
creating new  work to  replace  the- loss. of  jo.bs  in weak  sectors  •. 
Without. such; a  poli:c.y;  t.here  is  a- dan-g,e_r  tha:t.  ac  pTJO'te.ctionist 
policy will  become~, i:h.evitable  to  sav.e  jobs- in  the. short. run  but 
will worsen  t'he  positi-on,: in- the.  CO.mm:unLty  in the  long  run.  .  ...... . 
Mr.Vredeling also  ~on:mented on recent  requests by  Fran<te<  cmd  the  United Kingdom 
for' .. traditional aids"  under Article 56  of  the. ECS.C  Treaty  :  "France  is as.king 
for  3GO  million  EllA  and  the  U.K.  for  an  amount  of possibly 140  million  EUA. 
This  total  of  440  milliomElJA or£ 265  million  is very  large  in  comp-arison 
with' the  whole  ECS£  budget; for  social  measures  which: was  67  mH lion  EUA  for 
1980.  This means  that  the .applications by  the  UK  and France  total  6  1/2  times 
the  whole  1980  budget. 
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No  less  than  22.900 workers  in France  and  35.000 workers  in  the 
UK  can  receive  aid  from  these  funds.  The  help  given  to these  workers 
can  last for  up  to  10  years.  Up  to  now  support  under  Article  56  has 
been  given  for  a  maximum  period  of  3  years,  but  in  the  present dis-
astrous  situation we  should  not  automatically 'dhere  to earlier 
practices but  take  a  fresh  loc>k  at what  can  reasonably  be  expected 
from  the  European  Community.  1rhis  might  justify aid  for  more  t.han 
3  years  which  would  also  mean  that  the  expenditure  was  spread over 
more  than  3  years.  One  problem with  the  UK  request  is that  a  large 
proportion,~ 120 million,  is  for  severance  payments  to  BSC  wor~ers. 
These  severance  payments  take  the  form  of a  lump  sum,  related  to 
the  earnings  of  the  indi  vidua~l worker  concerned  and  h·is  length  of 
~ervice.  I  have  my  doubt~ about  the  social acceptability of such 
"departure premiums".  The  worker  is  bought  off and  afterwards  he 
is left on his  own.  If the  money  is used  to  set  up  a  business,  to 
start a  new  job,  etc.,  I  have  less  my  objection.  I  am  afraid,  however·, 
that  in most  cases  the  amount  of money  seems  attractive but  later 
on  the  disadvantages  become  more  evident.  I  prefer  a  system  ~hich 
combines  a  smaller  severance  payment  with  incentives  for  vocational 
retraining  and  which  encourages  reintegration in other work. 
On  the  other hand,  if  I  am  we~l informed,  the  social  system  for 
workers  from  the  age  of  55  is  less  generous  in  the  UK  than  in  the 
other Member  States.  In  analy~ing the  system  of severance  payments 
and  early retirement  we  shoulcl  take  this  factor  into  account  and 
try  to  find  the  best way  of  itlproving  the  situation of  the workers 
involved.  .  .. 
.. 
• 
It is difficult for  me  to  say  more  about  these  applicati~s as 
we  are still in the  decisionmaking  stage  and it wouldrbe pre-
mature  to  take  up  a  position now. 
.{ .. 